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DEPARTMENT OF TAXATION

Amendments to Chapter 18-237,

Hawailli Administrative Rules

2017

’

Hawailil Administrative

is amended to read as follows

Section 18-237-8.6-01,
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directing influence over.

pa

IITC T Lo

alh ot Ay D7

n

3

A

daf 1~

TITN

’

7

e~

CliappTtT L

A\ 5 Uog Epn mp 5 ) WL W R s i

"

[

£~ 7
UJ_J__L\./_L(./L_L,

ra e~ o~
cHC— ooy

r marlea + 1
(==
w1 ~h

£4 e o

ro

+ 4
—L\_/L.’L.’\_/J—u,

O

IO g

EEp=EAC Bv = ap ey 4

Y
LT

el

SAcdma oo g

o

3

rm £ aornmat+ha o~
O O SOmMC T T=iigy

o8
LTy L

(2 5§ § G SN WD S N Y &y

-]

WIT T T

£ 1 oy
O

11yt
AW i Sy

n

T A~ 2
Vv OCTT

Iz

TTLW

T IT

o

rm g

C I

+h

el

o+ o

Y

mall  m
o

neo
i

oo

we

0

oot oo I

oS | pin
upa

227

TEOoOo o
A

aharnt A

n

3

daf 1~

TITN

’

e~

CliappTtT L

A\ 5 Uog Epn mp 5 ) WL W R s i

o+

=
oot oo

+h o

S o

m

= "

o

o

QN

o

we

I

I

]

o T T TS
means the taxation district for

A\

LU0 S P OCTTOS

upa

n Aot~ DT

N

rm 1 AL AA

CCTTTIIT

TITND

’

7

)

T T T

"Hawaii district"

A\ 5\ WP E E i NS W ) 1T
the county of Hawaii.

0

1l aa

BNV RNV IR 2N
chHe—pP T CTrPaor—pPTrate—0T

maoaana +h
ottt o

"

£
|\ S S E W)

TTOTLT

N"IT~m

[

+ A
[SE=eavs

I SN T N = 2N

it o Qo4 £~

n

N

falal

baiial

o

CTITT o wowoCcac T T Ot WIr T oIt CIT
a3~

o

[l

TS ITTIT

]

lllullug\_/u .
but is not limited

ot o o~ A

|\ I E E W W W W W S e

o
0

N

"Intangible property" means,

franchises,

+ szt 7

+1h
cIIc

el
A\

oo oIS oo

biial ~

copyright, formula, process,

patent,

to,



Rules

ive

trat

inis

Adm
October 17,

11

Proposed Hawa

2017

Hearing Date

or other similar

know how, format,

pattern,

design,

l1tems.

~

fek i EE R DAk i I
oCcLruoactcoarc—OT

-

whaor
wircrrec——

maoaana +h nlan
Mmoo — oS PTratc

"

s
o L CCT

fai1

\CAwE W
£

" Ik

[

S A% S

T+
-

ot~ A
—OoOToT

T

o
=}

P Ny SR

[CATF "R A wh ey v g iy

131

o

A\ ary

O

T30

ARST=N7

1 andad rnrar el

£
-

R

-

nrorneiyrtsz
o T OoOpCTT Ty

-

Tomatd A
LT OoOC T T ITIOTT

-
Tr

Tl proparco

| I e

O

A\

ey

]

district for

m
T O

means the taxation

P Ny R
o C O CTTTTT

-
T

] 573 e~

PR

+
O

T T

O

Ty Tty

lCryaws

district"

"Kauai
the county of Kauai.

means the taxation district for

district"

"Maui
the counties of Mauli and Kalawao,

is

includes the

which

and Lanai.

i, Molokai,

lands of Mau

1

rhszaa ~o
Py oTTCoT

cO7

-1

m
J Eap iy I B W WA W

-

n
TIoCT

)
=S
+h

Tnaad
L AW i wy

13 W s o
CXTS eSSy

LR N

(

n

PP NN I P SV [y SN S S 2N
COATCITUIT

-

+r

o n +h Q4 o+
3

o

nr

[ i wy

&y

|\ S Iy WS S S Ny )

[ i wy

[ i wy T CTCTT A=

ML oTITITT

]

P e

+r

i + g
CoITrTTXT

o

E SR NL S [ g m mp )

ulu._y
"Oahu district"
the city and county of Honolulu.

district for

means the taxation

~

n
T j g -

n o

maoaana +h nraa
Mot cC—pPprC sttt —0=T

"

n o

o

1

zon g N RN 2
LIy oL Tdl ML T o T ITTT

DL

[

Mo T T T Oy o ooy

3

o

o

o Ny AN v g
P oOrPCTTCyr O

337z

ot ot
J_\.at/J_\./U\./J.J.L./uL./_LV\./U,

ronrn iy

o

Sz

mi

maoe

oo T Ty

a1l ERENE N A
rCratCO—S oo CTratrTCo—=

1a+ad

+r

n
i

a N ~hrzaa ~o ] ] PN S v\
o Py ot Caoarr—O0CatTtITOT

=AY

Tnaaall

£ o

"D] o~

T o

DO o TTIICT oo

I

T TaoactT—OT

+ 1

oo

r e g o

+ oo

h +h

o4 K

Q4 o+

+ha o
CTIT 1O

TIIC
1114

[ S i A W B W 3wy @

A\

DO o TTIIC oo

crric—cttatat—C0T
naiiot A A Th

CUUTTITOTUO T T T T .

WIT T CTTIT

oCcaoacc o C

-

rm o At 3
C T AOTS ITOT

o

3

TIT LT O

o

o

ATy

=]

o

-

-

-

RPN I ISP N S =D
T O T T T ITTUTT A

1ol ot
TTTOo U o COTITCITITTN T

KR -
CLTrOIT o I TTITTT A\
A

e o

[ S & 2 W e mp gy e ) Wy

P2 PAEEEZN SN

nh
cCT POt

o

Ararnis

mcor

+r

el

ISEEW=N 2
oo TTT

IO T

AL UM UAT Sy

ITTOTTIO EEA Ay Yy

&y

o

ol Iz o~

L B W

R AWaE X ]

n

nh
CC T iTOTC allow T Iy

1
o=

1ot 0o

1

oo LTV IITOTTO .

T o Ty oy

A <z
[SISASAS s S
12N

o
mTTitsS Oy

o 19

cOoO0O TS

N 11 AT

m

DSk o NE L LN
CTrcCTS

N

£
[ SN S N R S W

"D

[13AP & ISR w i S Wy 1 § A Wy i oy

T

ERPS Y

ERA2N

7

o

oY

m

=

o

7

Th

Ax FLnvmrmt 2o ang A
1315 53 3 AU 3= np R 2p S Sp 3 ¥ LS o ¥ AV S YO I S my m Sy ary

z

man

WIT T T

TITCy Lo o

N

£
Fany t/J_UJ__LL.,

N

+
TOIT L C

13111

N

oot
(& t/J_UJ__I_L_,

=

generated—by
WS

n
T (=8 ML YU UuT Ty

o o

n oo

n

1o+ ad
[ S WP Ey @) B WL WL W Ay t/\./llk_)\./k)

r

E A S N o e I 2

oo

1

£ o

n

3

i Ep B i ) S W e

=
(=8

RN 2

Y

o

+
(3 3 = my

11 g

(=8 ML oYUl

OO TTITT T OO o

A\ @

+ 1 rm o
cCCTItt LT o

el

+ 1 o

o

Y

PN T LI

n"p

CIIC—oattrc— oo I

TS

221

nCco T propTITCy

upa

1

alh art A

n

A\ Wi S s i WA W A s i

oL Ty TITND

TP tTttT
Aol

o

13

mat+h A

mat+h AN
e TIrox

n

PRI
INC O oS UTTTOOo I T OO CTOCIUIT

1

7

el

np

A=A Y A AW § o T

O O

r Ny Ao

m
oSO

n oy oo ne
i

N

et
L/Lt/t/UJ_ CTUTT

r

P S P
(i |\ N ERND I WS S S N W B U Y A

3

A

S

SR

o

noaxr moannr v

PPN A A

r

=
Tty

o

nxr

[ESTFaws

S35 A" Sy S B O A S S 1110 3 3 3 A e

[E S & i g

i

PTroTTTTS

n

PN N SN
CTr T ITOUTT

(= AT TT

m

n o

flontao +4h Soroao o

LT T T I T CTCO

1+

z

1+

nran

LT TT O UTITCT

I Lo o
baoao
o oToo O UOIT

b

IS AR ==

arnaoan

m

N

T I

£
A\

PSS

2%
CIIC— oritoorrc

n

o o

ISR =Y
o CTT

S

A

O TITC -
+

OrocCcIT I CtTy

o

N

rm

PP L W NENE NP T i = o am S+
oo
227

1

Yz o~

no

CTITC CTCT I Lo

CTITT O TS o

T ho
mpa

LA I mp iy §

S S v g oy

N _oh ot Ao
O 1T

n
T 1T

7 TITN

"Tangible personal property"

7

TPt

1lly

that may be touched or felt.

is genera

]

property[7



Proposed Hawaii Administrative Rules
Hearing Date: October 17, 2017

"Taxation district" means the Kauail district,
Hawaii district, Maui district, or Oahu district, as
those districts are defined in this section.

[“Taxpayer'means—anvy person—tiablefortas—under
ehapter 237—HRS] [Eff 12/7/06; am ]
(Auth: HRS §§231-3(9), 237-8) (Imp: HRS §237-8.6)

2. Section 18-237-8.6-02, Hawaii Administrative
Rules, is amended to read as follows:

18-237-8.6-02 Allocation of gross income and
gross proceeds from sales of tangible personal
property. Except as provided in this section, the
gross income and gross proceeds of sale derived from a
taxpayer's sale of tangible personal property[+] shall
be allocated to the taxation district [fe—whieh] where
the property is delivered, regardless of where
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Example 1:

Taxpayer, a retailer located in the
Oahu district, receives an order for
products from Purchaser. Taxpayer accepts
the order and delivers the products to the
Maui district. Taxpayer shall allocate the
gross income from [£hese—sates] the sale to
the Maui district, where the products were
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Example [3+]

a retailer located in the

Taxpayer,
Maul district,

sells products to Purchaser

Pursuant to

located in the Oahu district.

Purchaser's instructions,

Taxpayer directs

who 1is
to deliver

Taxpayer's product manufacturer,
located in the Kauai district,

[er

Taxpayer

[

the sale to the

where the products were

the products to Purchaser's office

in the Maui district.

shall allocate the gross income
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allocated using any reasonable method

the method is consistently used by the taxpayer and

supported by verifiable data that reasonably

quantifies the proportionate benefit received by each

taxation district.
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Hawaii Administrative

is amended to read as follows

Section 18-237-8.6-05,

5.

Rules,

§18-237-8.6-05 Allocation of gross income from

the rental,

[ex] lease, or license of tangible and

intangible_personal property.

in this section,

Except as provided

(a)

[oF]

gross income from the rental,

or license of tangible and intangible personal

lease,

shall be allocated to the taxation

property [+]
district

[F£

where the property is used.

]

oo TIT

[

ri 57

cIrc P opT T Cy

n

= = 3
CoO2XTT C T UTT

n
\wE yaw

o

=

n_m

3

o

13

o

3

n

N

It

o=

alh 11

0

1 A

lalal

+h o

o

1

1

+r

Y7

+h

Al ot v ~4

LT TTCOUTITCT

cC— 9 TOSS
matrhad +1h o+

o CTIITOoOX

AL UCTTCT

[ P ) & g mpn g

[ i wy

AV 3= ay e i e g ey g oy 2

n

PP

EEIANSL @ AN i & W g O IO CTCTOCIUIlT

1

7

Nk

el

7z

o

110 oy

7
MY
ol

|Sp i R @ ny

oIty ity

£,

m

o

N

=l

ot o+ or e

£
J S NP ER Hi WPl W S )

r1<7z

n

ENESW RN

] 7

T I COTT

CIITC 9T o090

i ded +h o+

S T3 3 T S = i e e

[ mpe e mp e

(== SA e = mpm

RN 2

P S [ RS S

COATTCTIUTT

SN NI

=y AT IT

I

|SR i @ ny oy

POV IOtCTt™

|\ 2 ey s e S ey

PN i
o T OUOTTO T ITUIT

ISR R NNy

13ntcz

o
I COoOTIirCcy

n

o13m

a

o

matrh a4
[\ R ey N AwAwW § = )

n

1

-7

A E AT ¥ e =apT ) w

\ZAVAGL 1 1AWy ¥ R eAwLw ary

N D Y NP R N 2O da r ot oo ER EWSIE RS-
S e [ NI i S S s T R oo Ity

o 1 oA

o

o

LT TTCTOUTITCT Tt LYoo ML UYULCLT TS

LYoo

noaxrtsz

R

PN SR B PP U T N

Aoy oy P APAC LWL 2T i & I + 1 1
IR A I S A AT =D CTITC

cIrc P opCT T Cy

CIITo T

cCIIrc— O

cO

]

A1 ot v ~+
ot Orottt It

Oahis

+h
CIIc

A 2~
oo CC— 1t

o

17

3

Example 1

Taxpayer 1s engaged in the business of

renting motor vehicles
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£
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in each of the four taxation

]

districts.

Taxpayer rents a vehicle to a

Taxpayer

customer in the Maui district.

shall allocate the gross income received
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Example 2

located in the Oahu district,

is engaged in the business of renting

Taxpayer,
equipment.

Taxpayer rents equipment to XYZ,

for a job in

Taxpayer shall allocate

located in the Mauil district,

the Kauai district.

the gross income from this rental to the

Kauai district,
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Example 3

located in the Oahu district,
wrote and copyrighted a song.

Taxpayer,

]

A musician pays Taxpayer a royalty to

n

PR I = =
W oottt

[kﬁn
s

perform that song for profit in a hotel in

the Mauil district.

Taxpayer shall allocate

the gross income from the license of the

copyright to the Maui district where the

property 1is used.
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Example 1

[

rents equipment to XYZ to be used
in the Mauili district and the Oahu district.

The equipment will be used in the Maui

Taxpayer

]

district for six months and in the Oahu

district for six months.

Taxpayer shall

allocate fifty per cent of the gross income
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Example 1:

Taxpayer has retail locations in all
taxation districts and has corporate offices
located in the Oahu district. Taxpayer has
a central cash management account controlled
by the corporate office located in the Oahu
district that places the gross receipts from
all retail locations into one interest
bearing bank account. Taxpayer shall
allocate the interest received from this
bank account to the Oahu district because
the account is controlled by the corporate
office located in the Oahu district.

[Therefor N N P S, AP e B N P N Iy
J_J.L\_,J_\_,J_UJ_\_,, CTT T TTC T 1T OO O [SSJ5 i N & iy e =y T UUL}J\.’VL{ [y
+h N B v o~ ~Asaamdcr caan~y o ]

[ i wy T e I tJC.L oI T \./\JLALLL«_Y nJLA.L\./LJ.LAL.L\jC.

Example 2:

Assume [Fhe] the same facts as in
example 1, except that a separate bank
account is created for the Maui district
retail locations. The money deposited into
that bank account is used for improvements
to the Maui district stores and controlled
by the Maui district retail locations.

Interest on this bank account [shaltnetbe
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ouvtside—of +the Oahudistriets] shall be

allocated to the Maui district.
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payment—3interest] When interest is earned from the

sale of tangible personal property on a deferred or
installment payment plan, the interest shall be

allocated to the taxation district [+a—whieh] where
the [n—x'l +hoa+ rat A + 4 Tt ~nat 2o ANaad A
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Hawaii district,

on

located in the Kauai district,

an installment payment plan.

Purchaser,

Taxpayer

delivers the equipment to Purchaser in the

Kauai district.

months,

Every month for twelve

Taxpayer receives a payment from

which includes principal and
Taxpayer shall allocate the

Purchaser,
interest.

interest received from each payment to the

Kauai district.

When interest is earned from the sale of

(c)

real property on a deferred payment plan,

the gross

income from the interest shall be allocated to the

taxation district where the real property is located.
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Example [2:] 1:

n
B
ar
o

Taxpayer{—whe—doees—mn
in—theState;] sells [bust
real estate located in the Oahu district
pursuant to an agreement of sale, which
provides for deferred payments of the sales

o
oo UL T CTT

price and an interest charge. Taxpayer
shall [kbe—sSubieet—+to—Fthe O-5per—ecent—ecournty
PR R 2 AN ] n _+ EIEA —NE PN S IR 2NN 2 fro~m + 1
UUJ_\_/J.J.LA.J_\j 1T CTIT [ E N Ry - [ LT TTCOOUTIT 1T OUTIT CTIT
agreement—ofsatePbeeause] allocate the

interest received to the Oahu district
because the real estate that is the subject
of the agreement of sale is located in the
Oahu district. [Eff 12/7/06; am

] (Auth: HRS §§231-3(9),
237-8) (Imp: HRS §237-8.6)

9. Section 18-237-8.6-09, Hawaill Administrative
Rules, 1s amended to read as follows:

§18-237-8.6-09 Allocation of gross income of
theaters, amusements, etc. The gross income from
the business of operating a theater, opera house,
moving picture show, vaudeville, amusement park, dance
hall, skating rink, or any other place [at—whieh]
where amusements are offered to the public shall be
allocated to the taxation district [+a—whieh] where

nnl ha1l1l W N + +
the event takes place. [Faspayers—shatl—Pe——subject—+o
+ 1 N B ~~y St o~ bt caae s o e n_ v~ EER AN
T U e t/\_,J_ AP i Ry w U\AJ.J.L.,_Y [ g J.LL/LJ_\j\_, 1T \jJ_U;_);_) LTI OO
Sonar ot £ zoanmt o 3 4+ Oothas IR S R
v\_/ll\_/J_uL.,\_/u 1 OUTIT ANCIAVALUSY i i Wy ) [ S T T [ SUND ) U . T

=
Alternatively, the taxpayer may all
1

income by using any reasonable [a3teeatiern] method
[4—1-\—\4— ol SN T £ 7 <7 A A A~ vy £ ot o+ oroa oo
CITTH T _I_\_,L/LJ__I__Y, J_L/L_I_J__I__Y, (@R uLw t/J_Ut/\_,J__L_Y J S NI R H Wl W SR ) T \jJ_Uuu
income—to—the appropriate—taxation—distriet]; provided
that the [alteeatien] method is [deeumented:]

consistently used by the taxpayer and supported by

verifiable data that reasonably reflects the benefit

received by the taxation district. [Eff 12/7/06; am
] (Auth: HRS §§231-3(9), 237-8) (Imp:

HRS §237-8.6)
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10. Section 18-237-8.6-10, Hawaii Administrative
Rules, 1s amended to read as follows:

§18-237-8.6-10 All others. [The—gross—income—oxr
P LN R N N AP NP NS I TN B TS N ST S NP N §PNE E1Y roarm et o
\jJ_UUU LJJ_U\./ A\ ye) - Ay Vv A8 LJ_Y & T LJLA._Y\.,J_ wWIT J—\./LJVJ— TO
biainocaa S+ 270 4++7 n By — A0 + T Ca QO 1A~
TS ITITT OO (_A.&/L_J.VJ.L__Y 1T L O LI A=) 1 O L O I A= ey T T IO T
elassifieation Salt—others?”] If sections 18-237-8.6-02
to 18-237-8.6-09 do not apply, gross income shall be

allocated to a taxation district based upon the rules
for allocating gross income [fer—the business
activity] which [4+s8] are the most [simitar] relevant
to the taxpayer's particular business activity.
Alternatively, the taxpayer may allocate the gross

income by using any reasonable [atteeatiern] method
[4—%—-\4— = Sl g o217 arn A AT A f] ot o +h oarao o
CTITTOCT \.zLCL;L_LL_Y, _LL;LL.L_L_Y AT t/.L\Jt/C.L_L_Y [ S WP S S WS W S ) I \j.L\JanJ
income—to—the appreopriate—taxatieon—distriet]; provided
that the [ad3teeatien] method is [deecumented:]

consistently used by the taxpayer and supported by

verifiable data that reasonably reflects the benefit

received by the taxation district. [Eff 12/7/06; am
] (Auth: HRS §§$231-3(9), 237-8) (Imp:

HRS §237-8.6)

11. Material to be repealed is bracketed and
stricken. New material is underscored.

12. These amendments to Chapter 18-237, Hawaii
Administrative Rules, shall take effect ten days after
filing with the Office of the Lieutenant Governor.
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